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Toronto 
isth August, 1922. 


STATEMENT OF MR, CLARKSON AVD MR. 
GUILFOYLE BEFONE THS COMMISSION. 


, | When we wrked it out we went over the accounts 
and statements of the Power Companies and eliminated the 
charges that the Hydro would get free of, particularly taxes 
and certain allowances made for overhead, etc. Then we took 
the revenue on the basis of what the Hrdro could get for it me 
excepting that we gave them some credit for long term contracts 
for which they were getting a higher price. We were able to 
work out the Electrical Development Co., and Toronto Electric 
Light Co, on that basis. So far as the railway lines 
were concerned we had nothing to do with them. McKenzie 
took the attitude that the Hydro said they knew all about 
running the radials and that if they (the Hydro) ran the 
Metropolitan they would run it on a different basis, and all 
thst was to bé done in that case was to value the property 
physically. We knew for a fact so far as the Metropolitan 
was coneerned that that line was making some money, that the 
Lake Shore line was breaking even while Scarboro was losing. 
The radial railways and the steam plant in Toronto were 
' valued on a physical basis by Hydro engineers. — 


The valuation of the Power plants was sade on the 
basis of $12.00 horsepower, I think this $12 basis was set 
on the basis of Chippawa power costing about $12.00. I think 
the combined figures came to $26,000,000 on that basis. I 
feel now it is most unlikely that there will be $12 or 
$14 power ‘from Chippawa for some time. My opinion at the 
time was that’ $12 was too low a price to connect with the 
cost of Chippawa and that we would have a higher cost to sus- 
tain for some time. It was my own opinion, Then later on they 
came down and we were instructed to work it out on the basis 
of $14 power, and this came out to $30,700,000, of which 
$4,460,000 was the physical valuation of the Steam Plant and 
the Radial lines. The Electrical Development and the Toronto 
Electric Light were the other two elements, se 


. We started negotiations. McKenzie wanted 
845,000,000; then he came down to 338,000,000; then 
$35 ,000,000.. Finally I told MeKenzie I would not recommend 
over 328,000,000 ana he came down to $34,000,000, then they 
struck 332,000,000. That is how the price was arrived st. 
Now in that price of $32,000,000 there are these factors: 
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First- we anticipated that the revenue of the Mlectric 
Light Company at the incereased.rates.(25% would mean a. 
reduction of about $1,000,000 more than we had estimated, 
It is going to work out well, 


Second -.we will probably. sove two. or thre million dollars 
in the redemption of the $13,000, as of Apentares 


CHAIRMAN; How ¢an ‘you save. this money? 


Ay The debentures are ‘sterling debentures Cee bt 
England and.I think they are around 90 today .«.+. 


CHAIRMAN; They went up following the negotiations. 


A; I. do not think you. gan attribute thot. rise largely 
to these negotiations elthough of course it has 
something to do with it, but I should say 1 : of 
the increase ig due to negotiations and 2/3 to. 
the improvement ° 6f the... of money. 

I think they were about 68. when the negotiotions were 
on and are about 90 now, ; TRO at were Jaga apt 
holders in England. sag here 


J.A. ROSS: Before anything could be done they had of, 80 out, 
and get those bonds. in? 


At No. There was a sinking fund of £9500, 000 a dha for 
the redemption of these bonds,... 


CHAIRMAN; Are ‘any of then redeemed eS ae 


A: $500, 000. are redeemed annually. This ; eeone: ‘ts paid 
into.a sinking fud which can either be invested by the 
trustees or they can advertise that they have 
this amount of money which they are Pemexet bao Oo 
out in the redemption of debentures if they can get .. 
a.fair price, and those who want to sell notify the... 
trustees and the trustees buy at the lowest scale 
until the fund is absorbed. Sometimes they go on 
the exchange and. buy, but if they.cannot, get them 
there they have ane tee en taes, they can. 
invest the money or they can call for the redemption 
of these bonds. by “lot. In. the case of the Toronto 
Power Co. the: have redeemed at 105. They have _ 

robably made $200,000 in the redemption of T.2.L. 
onds since the negotiations were On. . 
Coming back to. the fi oEER on the $14 basis,- 
$30,700,000-- of that amow t 34,400,000 was the 
physical valuation of the Steam Plant made by the 

HB. Pe Co Engineers and the radial lines, the accounts 

of which we did not see. McKenzie refused to let us 

see them. We calculsted the $30,000,000 on an 
amortized basis figuring on $14 power. At the time 
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that $32,000,000 was agreed to there were two or | 


three points. of sevings we had in mind: 


There were $13,000,000 of 4%% debentures out 
which were quoted on the London Exchange at about 
68 to 70 while exchange was down to about $4.00, 

and there looked to be a margin of about three to four 
million dollars which I told them we could not 
count on as exchange may improve and the quotations 
rise but it looked as: though we were safe in saying 
we oem aN asten Toto le and .@ half million 

ie] are | ae ine Peak a By tk Be Rs fy Radi AMS ae 3 ‘ Tae 


. _ Next on the increase of 25% in the rates of 
the Toronto Electric Light’ Co. we looked for a 
saving of $1,000,000, and although we did not © 
count on Atesseres »s Toronto Electric Light Co. 
earnings $1,080,000 at the end of the two years 
(surplus over our ealeulated assumed rate of earning)” 
vase and we have saved about $300,000. There is 
still he qe oper that they may save 3600,000_ 
to $700,000, in the redemption of those 313,000,000 » 
of debentures so that when you come down to the 
fine point it means instead of te Ro $32,700,000 
ner should. be paying about $50,7 ,600 on $14 

«De BOOS Ge. ae pees Ey 


wi Bhere was another factor in that: which caused 
Beek to.meet the McKenzie figure. If the H:dro had 
not bought they would have had to spend about 
$1,000,000 in Toronto connect up with the Toronto. 
Railway Co. (T.1.C.) By making thet purchase: they © 
gaved it and there are all those elements in it. 


fiathed “There was also the element. of water for diversion 
to the Chippawa development-- a very important element~-- 
end I felt that a matter of one or two million dollars 

was not much in this matter. 


OMA, Harris inquired as to the difference in the 
efficiency of the Electrical Development plant and . 
the Chippawa plant and Mr, ReA- Ross explained 
th t whereas the Electrical Development generated 
about 14 hep. from each second-foot, the Chippawa 
could develop about 30 hep. He also explained that 
the Toronto Power Co. is a more efficient plant 
than the Electrical Development and has a greater 
installed eapacity. | 
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. Clarkson was asked whether or not tikes 
were ate 000" "000 FORRES HOR out apatag the 
paaper ty ‘ 


The paaag” ‘ot utanad: are Bleak! or the Diniee 
th of $82 yf 000,000, and whe: jonds assumed are as 
ollows:; ) 


a 355, 000 ane 1933" - Blick, Development ne 5% 
13, 500,0 000 42 o maturing. 1 a | 
““45100,000 1.2. bonds’ vakaring 4 ca "5% 
ar hotel T, Ey oa 1921 - 6 


This ‘debt is shag ee the eaclid sine a tas sf and 
6% securities. The everage rate is 42% 
small amount. of 6% securities). 


The difference between 332, 700,0 000 and sis 408: 000-= or 
SpPrAr 310,000,000- was covered a8 follows; | 


$2,375,000 of 6h Bonds of H.E,P.C. viitkad ty 
a Pd of Toronto, for the. 


619,000 of "ea sizaight Hydro debentures 
. guaranteed by the Province . 


6,900,000 6% Nd of Toronto debentures: 
Approxe 9, 900, 000 


The purchase. ‘tse of the Power ‘Siebiatat the Blectrical 
inl geal Co. and the Toronto & Nisgera Power Co. was 


paid 

. Bs, 000,000 assump tion of outstanding securities 
and, . 619 , 0 000 Oy. Hydro, Debentures. | 

That is Beck's part. é ! | 


Now the City of Toronto pays - 


96, 900,000 in 6% Debentures -- to cover T.E.1., and city 

3 portions radials. 

800, 000 notes of T.2.l. assumed 
By 375, 000 for the Radials - bonds deposited 
with H.E.?.C. 
Of the 36,900,000, $585, 000 is for the Metropolitan 
section on Yonge Street’ up to Farnham Ave., and the 
sections of the Mimico and Se:rboro lines taken over by 
the City of Toronto for the 7.1,¢, 

, Tie. $2,375,000 is for the radials outside the 
City, paid for by ponds of the Commission supported or 
secured by City of Toronto bonds to that amount. Toronto 
is responsible for thet. 

For the 7.2.1l. lines in the City @f Toronto 
assumed the $850,000 in notes of the T.E.L,. and 
$6,800,000 a-year bonds of the City of Toronto. That 
all goes to the Toronto Hydro System. The H.E.?.C. and 
the province are in no way responsible. 


a 


ale 


Mr. Haney: So that the Hydro gets the Electrical Development 
plant, Cenadian MNiagera Power. Co, (Transmission line) 
and the Toronto steam plant (value $950,000 
including the real estate)? 


Mr. RA. Rose. a t ‘valued. that aA the real estate te ‘of grester 
value than the steam plant, The plant is in fair 
DADS +. It. is a& valuable PRApOr sys 


Mr. Glarkeon explained thet while foronto head given bonds 
covering all radiel lines outside the City limits | 
it & 80 arranged. that any of the municipalities through 
which the lines pass may come into the agreement as 
partners ensvae they wish, 


Mr. RA* Ross inquired as to the use ne ‘tthe were: 
"Bond" and and "Debenture" | 


Mr. Clarkson expla ined that there was no Wttevancs, 
"I alwsys use ‘Debentures! in speaking of the Hydro 
securities because a debenture is a floating charge, 
nome ve but_a promissory note; they are not secured on 

hing, I don't think any security see by the 
Hiro is entitled to be called a. "Bond" 


At the price peta by the Hydro for the Electri-~- 
eal Developm ant and the Power Company, taken on the basis 
of Hydro prices, the earnings should be sufficient to 
maintain that plant, pay inverest on the purchase price 
amortize the purchase price in 40 years, and over the 
last two years the revenue was approximately 
9290, 000: x more then wag. sufficient to do 80 in thet period. 


CHAIRMAN: Cae Did you investigate the machinery ? 


A; ‘No, we aia ao this: off the price we had set on 
the amortized basis we deducted 1,000,000 which the 
Hydro engineers said was 0.%, on a ’ phy ical examination, 
4s am amount thet might have to be spent to bring it up 
to an efficient basis, It was entirely outside of 
our recline indy ‘fanay: Gaby could teil you about that, 


li. ereiat “You have dealt with the Blectrical Deve lopment 
so, OM ate own footing? 
A; ee “tase thie; I took the amount of power they 


semua and» applied Hydro rates to it to determine what 
it would produce, We deducted expenses of the Power 
Company in operation, sealing them dowm to the extent of 
ieetete savings we would make by the amalgamation of the 
operations and that brought us certain net revenue. Then 
we applied that, 8 much was deducted for interest on 
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the purchase price at 442, 5f and 
Refer ee ree arenes 2 Nero gar eme 


Mr, R.aAeRoss inquired what was intended to be done 


' with the T,E.i, to meke a tniform thing of it as it is 


60-eycle power, They have a lot of stuff outside | 

the normal equipment of an electrical development. They 
could of course run it as 4 separste institution ana 
take all the increase on their own Bydro system. _ 


The Chairman inquired whether the 1,1,C, would take charge 
of those radials which the Hydro has bought, Mr, Clarkson 
explained that the T.7.¢, yt as 4 those portions within 
the City limits only and nothing outside, 9 © 

gg i A ig The City has given their bonds but will not run 
these lines, They have given collateral bonds, These 
32,300,000 in bonds underlie the Hydro bonds guaranteed 


‘\ py the Province. If the County of York, for instance, — 


MR, HANEY: 


CHAIRMAN: 


aye 


MR, HARRIS; 


As 


came into the partnership by paying their portion, a 
similar smount of Toronto's bonds would be released. 


The Chairman asked about the assumption of the 
deficits, if any, Mr. Clarkson explained that the City 
is responsible. There is a provision in the Act which 
says that the Hydro Commission can make a demand on 
the City of Toronto to pay the deficit, and if the City 
does not do it then the Hydro ean sell part of thoge 
bonds to meet the deficit an& the City must replenish 
the bonds. 


oo ihe bonds are for capital account and for: 
operations? = er ames 


Sithey are bonds for deficits and capital repayment. 
Sinking fund is taken in as part of operating eosts. ine 


‘ioel® OW@ll, °the Hydro are involyed in this only as 
operntors of the portions outside the City? 


ie ay ‘It 4s vested in them as trustees and they 
have igsued bonds to cover all these and the City of 
foronto had issued equivalent bonds. “But about the 


profits? . 


The City is entitled to the provits. 
Is thet the same as the Guelph Radial? 
Yes, and the Sandwich & Windsor. 


seehionr add o¢ belétine 
CU tbad rigten® ox ee oon ot deste 
etonbal¥ 8 Aptebaoe odd bao ,aet 


rWAMAT ABO 


MR. ava : Winy could not the T TC, have operated those 
Lines : 

As ne ‘That {aes was: dhyaineed: once or twice and it 
wee’ eoubetted: very seriously by the Hrdro (and I am 
not <0 sure-- by the City); anyway it was eventuslly 
oahu to ) between the City’ and the Hydro in this Ways 


R,A.ROSS: May ah Flexibility was whet they were efter, 


Mr, Clarkson called attention to the fact that 

the County of York had been to see the Premier to get 

a Bill put through to empower them to buy the 
Metropolitan if the City dropped out, He could not 

say whether the roads were making money as he was not 
allowed to examine their aecounts. "We will make an 

audit in the course of this elean-up but we cannot pelt 
yet. We know pretty well thet the Metropoliten was 

aking money, and that the Lake Shore was breaking even." 
Mr, Clarkson stated thet he recalled at a Council meeting 
that Beek told the Council they might have to pay 
defieits as Shey were Losing propositions. — 


CHAIRMAN; They could not get the parts inside the otey 
if they did not take the outside portions as well. But 
how about exphopriating? 


A: 2 Thet would have been aaneesous and very wautime: 


i Supposing they had not vewaht the: BLectrical 
Dev okepmenty: The Hlectrical Development had a line 

of customers some of whom are tied up under long- 
term contrasts, at fixed prices: 


1925 -- Niagara 6i;" Cathertnes Rye 2600 Repo s 
1929 -- Exidon Company 5750 hepe ~ Glade 
19 21 —- Ont, ® Pap er C ompeany : 8200 hed ry e116 
1921 -= Riordon , | MBO Be De 325 
1929 == wo OR ee Coy | . 320 
1930 =~ Interlake Paper Co. | 
1937 -- National Abrasives aeo0. * 
1920 <= Ontario Power Co. — 15000 " $13 
1925 --+ Buffalo Gen, Electric 17000 * 
Toronto Railway Co. 
Toronto & Niagara Power " G15 
foronto Subur mm . | 
~G, NR. | . | 
Porente® & ‘York eae " ORB 
Leaside Munitions ‘a 336 
1925 -= Goodyear ~ : “i 324 
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Now, I toca! it it they ‘tod re gone: inte the lida a 
the Electrical Development Go, would have met them in 
rege ft Ln ing cing 9 Sg ba er of a 


i, Clarkens said he felt sefe in saying that the 
Toronto Power’ Co, could have remained. in business 
and made a profit as opposed to the Hydro. 


But back gaan ‘whole thing in my mind, was the «« 
necessity and ‘advisability of securing’ re water 
vartemae | ene or the rie Sk one ‘s jemal. | 


CHAIRMAN; But under those een oun it would be 
sheever + close it dom than it would be to close down 
the Ontario Power Gos: neg sacha bela a into the 
Lage: xual emethn!, a 


AY Red : The ‘Bhaotrieas. Development end pi Rev onto. : 
Nitros vere Power ena the Toronto Power Co. have to. nt 
oer m: whles nag 1 ae te ees, like the orn Power 


MR, HARRIS fiuurted Che Watithe gp nha opine ie stsertat ante 
away from the scheme of the Hydro of tebe at eost". 
zhene eat gh are: not made at cont, ri 


As | ues e Hydro: stir. sell ‘pow in the miele palitton 
a“ ak bie Sng it 4s not the same in selling to private 
consumers, It can ag a bea goenant nner the bere ge te sell 


at any privey 

Mr. Harris: | ig that: he the sihiay he proper t jning for the 
By ass to do Lis to go up to. Itong and on Sie: 
Ceram ce Li Power ¢ os 

A’ First of all, a mht in the policy of the 


Hydro was made on the purchase © of the 0.P.Co. That was 
done ty the Commission (they say so anyway) in order to 
get further supplies of power. 


Rei. ROSB-~ In that case the question of water comes 
, Os 4n theoretieallyy The: change took place) when the 
O.?.Co, Was bought and vhte is mere. ly & Rarthes tee 
of that policy. | 


WR, HARRIS, sie x Ie it nates a fob that: ae aie st have an 
absolute monopoly of the power where they are operating 
to make a success because ‘hed 2 or es more than 
vi nace Le res | 

4 would niort eye ‘eherts. 


MR. HARRISooo oh They were buying aes ‘from the 0.Pe Cos at 59. 
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As The reason was that the Ontario Power Co. got 
themselves into a mess and ab to a point where they 
could not get money. They ha d to get o contract for 
further advances, They were fa difficulties and that 
: Shtor a bia: to th e "Rey end offered to sell power 
ns en 


Pa 


i was, a suaserted ‘that the OP Co. were forged 


to (Selle 


_ CHATRII: 


besa 


aie! : Nit Foe houn: dun bo" tiie? Rererey hs ot pibiig , 
ih tts wi Wek he Sa this Provinee for the last ° ears 
a feud between MeXenzighnd the public hed come te he 
stete of mind where they wanted MoKenzie out of the way 
enywey. I think thi was absolutely strong enough, The 
sentimental situstion was strong enough to advise the 
purchase, even though there would be no financial 
returns, to get them out of the way. The City also 
wanted the TeBsle Cleaned up and could buy it at a 
favorable aoe’ 

# for the Electrical Development there was 
first of all ‘the water situe tion, | eit from a 
financial standpoint it looked as though it were 
possible to per hee on « basis Mk ie would pay 
then on the other hand the ry bobs was putting it ou t of 
business and wreeking the enterprise and oe" was wellfor — 
the Yovernment to protect the Government's finances. ten’ 
had it one Aes or coming, 

oronte Railway Co's franchise expired’ © 

in 1921; Chk peawe’ was not complete and they had said: 
"He will nee sell you any more power." ‘dub 


WR. HANRY; When aid the contrect, to Wey ihe, T.R.Co, 
expire® 


As On one day" 8 notice, | 
CHAIRMAN: That Was from Toronto's standpoint? 
MR. GUILFOYLE: The Last two years the Hydro haa pees 


at 1 sant 
the Electrical Development from 30,000 to 40, 
hep. which they were told time and "$ime again woulda 
not be sold. With the negotiations going on the Hydro 
have purchased this power, and they needed it while 
Chippawa was being got ready. There would heve been «& 
reel power shortage in the - oat two years without the 
power taken from this Electrical Development. The’ 
price, I believe, was $15. And the Hydro are still buying 
from the Conadian Niagara 50,000, That was the limit 
they could get. 
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You think, Mr. Clarkson, that from the « 
Hydro rpg oc that was. justified and it was an 
insurance * the water a ing ya by! ae one 


for the ait ppawe Developme 


yy en ‘and Without the sh. tl af pies nh 
the ti bea States to have that treaty revised, 


We understand that developments are taking 


place on the American side which will make it acuepany 


for them te take more water. 


In regard to thaty: ie thome moso tints ong 
take place with the Uni a _ phates asking for for them we whl 


position where. she pong fecaee. $o f ante batwa te: we could 
, expect to get so good a deal, D4 be wrong about it, 
; I have felt thee you can't rey pon any change ban 

that Prssdagag i wnt, it sotually takes Lace. oe 


iydirg In obher words, it WALL come arenes the V8. - 
vents its yf lene 


deal for the | Un: ited ‘States: have ‘eleimed that seg “get 
far mere than we. ought. ayo Ay i? 


"that de the big ‘point you put down in regard to 
the purchase of the Power plants: 


Yes, and by purchasing these plante you have a 
chance to get this assurance of water supply with the 
added prospect of taking over these plants on a basis 
where they will be self-sustaining, 


WR, GUILPOYLE: There is no doubt they are begine for power 


CHATRMAN; 
AY 


over there now, 
They are claiming the right to take 20% more... 


Yes, they are claiming this swing. But apart 
from this phase of the situs ton you had the publie 
demand end the public clamor to get thie MeKenzie 
situation cleaned up, It was not over at the time 
the negotiations began, This agitation has been on for 15 
Years. 


I am interested in knowing the exact amount’ of 
this "Clean-up" that the H.E,P.C. become trustees for. 
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"EELS 000 the Development Co, and ‘Power Co. 
i i‘ 000 Radials 

This includ teem’ Plant valued at $1,000, 00¢ 

Of the totel ~shdaanaaiet ‘the bial of “foreito te Siewie 

fer EY ni Pile dah la ace eet 
UR, HANEY: heie | the rip ef! Toronto take. over these 

| - properties in fee simple? — me 
At or we had wr on with this 


You aft 

o a certain: extent we found # long list of: 
securities behind this. P15 000,000 of debentures of the 
Toronto Power’ « end no ae securities in the hands. - the 
British Em ire ‘Brust Go. abgolutely blocked for any — 
fetal piel of gi Hing ‘8 * thtle 0 the T,?. Co. 


& is why we had to revamp the whole situation. 
All those set ekned securities were to be given up to the 
Hydro aml in their stead the Hydro debentures guaranteed 
by the Province were given. That left it in a posi tion 
where the securities of these et Eeeree were free. 
Pky Fined ad that ee Neat eke the — 
and the City of Wefente will hive. hat \ eaiadons in the 


_ eqaity, was 2 told the Pa or I aia not think they would 


“have any xi tek 


, ae 


CHATRMAM: | ‘Whet ip the lisbility of “ Provinee in 
comect ion with this? We i ba es 
heer The Provines saan di Be 000. ae kijitires, 
“guarantees $698,000, an $2,875,000 radial debentures. 
CHAIRMAN: What justification has the Province to come in 
CALNE & and: do ‘thdn when: it is” 0 largely 8 municipal undertaking? 
At | There is no justification in the Power Commission 
Aet at all. It is & question of publie policy. 
Joke ROSS: © What part af@ the Ontario Government ‘guarantee? 
A; “fhe $13,500,000 debentures of the Hydro which 


were oak into the Britis! ot gai frust Co, to release 
., these ed a Power ees dah gh a ty 3 , 


CHAIRMAN: Tt b wild be asked by those taxpayers of the 
Province who are not ae users “Why eh 4 ashe 
to guarantee this?" aes 


MR HANEY: | Of course hat sy whet: ‘the Betered Government do 
in guaranteeing steam rellways,— 
MR, HARRIS; “. While the Province of Ontario has gusranteed 


these securities all of them have to be atts by the. 
municipalities on the Niagara FO aS . ‘eile back to 
“the municipalities eventually. | 


As Yes, T have told the deditielt ae that 
wore ought to be sone of the Hydro 
Act to clean up and seiatent ie ait and make absolutely 
certain that the mmicipalities are lishle, as in the 
ease like the Ontario Power Co. where they bay shares and 
‘4gone debentures in a hurry end sections are clamped into 
the Act... Kilmer's opinion is that, there is no doubt... 
thet the muvicipalities are ieacba AR: the Were purchase 
for them as trustees, _ ? 


CHAIRMAN: ii, Has Kilmer givens hen a eR opinion on 
a li thet? | | lei i wer 
Ay wa | No, t heve never asked him for one. TI was 
suse authorized $0 @iscuss these and it hag come from our 
conversation across the table, ae 


CHAIRMAN; °° Havre you given him a report to clarify his 
tuted 


At Yes, I think last March, I distinetly said in 
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fi “Ee ed o¢ avad modd to ite Sigal Beye at eae 
ea doy a iin: aiahed ey guki eolitlegts baum 
“di iisgto iawn ott 


ae or daommreve! oud pfot eved t vey ee 
othyd eds ie bingy +4, “iy gdgse otedd 3 
UstuLoada oxlata Baa duo tetdaterty w aeeto o¢ gos 
edt mi ge ,eldsil eva sett tisate tac #1 ¢ tadd atedroo 
hie aecosie wd youd oredw 09 xewot oftetnO on? sxtl ese 
otmt 8 eqmely ets pagal la bose yrod « of aex a 
fase. on ef exedt dadt et mo Lath a tes 
casdomy. ad sy ont <on oldakt ete Best, 
sg oH ne a of md 
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GHATRMAN: 


<1 


1920 thet this tithe should be cleaned up. 
AIRMAN: pid you give any particular points to be cleaned up? 


seggion it was the custom for the Government to diseuss 
and to clean up meerteinties in the Act but thie was 
Od MOMS LEE FO wy oy 

CHATRAW) I think it may be as well for us to have your state- 


As sedeton’ st thdt one particulars Generally, prior to each 


ment as to what ought to be cleaned up. 
Ay Yes, I think that 1s an important things) — 


HANEY: But there might be the necessity for other: amendments 
te cover conditions where they may have to sell power. 


below cost and it should be done legally. 
4: It has to be done legally or I must report it. There was 


no use ph me that bridge antil coming to it» It is. 
a question of determining your polsoyens( so ; 


Have you thought of what should be done to bridge 
‘over the period? = ie | 


A: In’a peneral wy, yee. It is this: If there is e deficit, 
after charging a reasmable price for power that this 
deficit ought to be carried forward (subject to the 
approval of the Governor-in-Couneil) for the first 2, 4, 
or 5 yeara--it may be even 10 years. If you were to 

 gharge full cost of Ch: (aia power you might have toa@sk 

G25 or G50, or more, which would be so heavy as to ab- 
solutely nullity what you were trying to accomplish. 
liy idea was to sie a price of say $15, or g17 or even 
$20,--whatever you felt to be reasonable-~then you could 
carry forward the resultant deficit. Say this is 51,000,000 
You carry that forward for a period which may be found | 
necessary,--5 years or more-+-uontil you get the maximum of 
the production of your canal and then if you are charging 
315, 317 or $20 you arrive at a point where your revanue 

ig greater than your expenses, then you can pick up and 

pay off this accumulated deficit. 


~ Mr. Clarkson declined to prophesy as to when a certain 
fixed price for power would begin to break even, saying 
that it was no part of the office of an aecountant to 
prophesy. 


CHATRYAN; ‘Time and time again Sir Adam Beck haw said thet the 


Province does not run any liability by giving this gnaran- 
tee, that the Hydro has always peid ite wey. It is now 
wp against it. Chippawa and Nipigon are new developments. 


For the time being it will heve a great effect on the 


finances of the Province. 
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A. The Provinee may have to provide funds to adjust 


vi: 


4 


these matters. 


The Chairman protested that Toronto is getting power at 
a very low rate and if the Hydro dtaneel thie fits more 


‘they would have a greater amount to return to the 


Government, The people outside of Toronto asky why 
they should shoulder this burden for the. sake of Toronto. 


Mr, Clarkson believed that Toronto citizens more than 
made up for that in taxes, And then the Government are 
doing something for lines in rural municipalities. 


Mr. Harris: ‘The whole point is that this is the biggest asset 


we have had in the Province, and if by bad management, 
engineering or 5 élse the thing has been handled 
in such a way that the cost of power will be so great 
that the people cannot use it, it is up to us to show 
this thing up» We can't do that until we get all the 


facts before us. That we are workihg on now. 


CHAIRMAN: . If the Hydro hed gone to the Government and told them 


frankly what it would. lead to they conld not have gotten 
the moneys Laie me hema tig 


MR. WEGENAST: > You have to consider this in the light of Sir 


Adam Beck's statement that he world be glad to see the 
Government eliminated from the scheme altogether. 


MR, HARRIS: No private company could have developed Chippewa 


without the Government behind them. 


CHAIRMAN: What part of the interest will be charged to opera- 


tions on the Chippawa Development? 


Ae That must be made a matter of argument and discussion. 
Part of the plant is operating and part under con- 
struction. 1 WSs 


CHATRUAN: Have you ever considered whether there will be a 


MR« 


Re 


market for the power with the Ontario Power Yo., the 
Blectrical Development and the Chippawa in full opera- 
tion at the same time? 


Ae Now 


A. ROSS: ‘The increase in this province hes been 150,000 
NePe @ year so that will mean 5 years,--one generating 
unit @ year. 


CHATRAN: Are oney uging the full amount of power developed 
Ww 


from these two plants and the two mits at Queenston? 


MR. ReA-ROSS: Yes. They have & market for all the power from 


the OP. and E.D. plants and also for 3 units of the 
Queenst on-Chippawa. They were taking 50,000 hip. from 
the Canadian Niagara up to at least a few weeks ag0- 


mode Lot bein 
rien evan 2 


ple 


Say CLARKSON: ‘@hat means they will need the full development 
. @f the Queenston-Chippewa plant in pradtically 7 or 8 
Fearse AG SET GSR ARS CE RANGES gee VE Ale ede 


WR, RsA.ROSS; That will be fully taken in 10 years. 


| CHAIRMAN: Any danger of a decrease? 


MR. CLARKSON? My idea of handling the deficit was that it 
| should be left as flexible as possible. Put it this 
way: Let the Hydro, with the consent of the Lieutenant 
Governorsin Comicil, carry over & certain amount in a 
ee perreets tae te A years I absolutely  — bi 
maintain that they shall get the consent of the Lieuten- 
-ant-Governor-inCouncil. They might go and put @ 910 
rate on the Chippawa and that would mean barrying. + 
along for 20 years. I told the Premier that in all these 
- financial matters there should be a frank and free dis 
‘-gussion because the Government are the bankers. I. 
ion came up 


.. never saw any disagreement when any discuss 
between the Commission and the Government. 


CHAIRMAN: I think there has been too little of open and frank 

 @iseussion, Have te hate & to the Government regard ing 

the Nipigon deficit; have they conferred with the = 
 @overnment and asked for advice? ae 


Ay I dontt think they haves 


tt was asked whether the Clean-up was gigned, 


and the City is signed, completed and delivered; but the 
one between the City ani the Hydro has been signed by 
the City only. There is a difference about the radial 
entrance but it does not connect ih anyway with the Clean- 
op. a Oe ee ‘ : 


MR. GUILFOYLE: The main agreement between the McKenzie interests 


ee Te 
ts" eh ae 


ey ee 


